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Measures of Money In the United

. States, January 2008 and 2011

2008 2011
Currency 757 920
M1: Currency plus checking deposits 1,368 1,832
M2: M1 plus time deposits, savings deposits, and 7,498 8,808

other deposits on which check writing is
limited or not allowed

Source: Federal Reserve Board.
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Channeling Funds

from Savers to Investor
Figure 10-1 om Savers to estors
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The 12 Districts of the Fed
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The Structure of the Fed

Figure 10-3

12 Federal Reserve

Board of Governors District Banks
* Seven governors appointed by « Each district bank headed b
: y
:22 ggt:]s;td: ntand confirmed by a president chosen by commer-
cial bankers and others in
* (One governor appointed to be the district but approved by
chair the Board of Governors

~ ~

Federal Open Market Committee (FOMC)

* Makes decisions about how to
implement monetary policy

* Consists of the Board of Governors and
district bank presidents

* Meets eight times per year

* Only five of the presidents vote at a time:
the president of the New York Fed and
a rotating group of four bank presidents.
The group changes every year
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Balance Sheet of BankOne

. SmI”IOﬂS of dollarsz

Assets Liabilities

Loans 70 Deposits 100 ~— | 7¢is table shows the initial
Bonds 20 situation. The ratio of
Reserves 10 == reserves to deposits is 0.1.
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Balance Sheet of BankOne after

R rves Incr
_ eserves Increase

Assets Liabilities Note the effect of the Fed'’s purchase of

} bonds: Compared with Table 22-2,
Loans 70 Deposits 100 ~| bonds are lower and reserves are higher

Bonds 10 in Table 22-3. The ratio of reserves to
Reserves 20 = deposits is 0.2.
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Balance Sheet of BankOne after It

. Makes Loans

Assets Liabilities

Loans 80 Deposits 100 | By making more loans, the bank
Bonds 10 reduces the ratio of reserves to

Reserves 10 =« deposits back to 0.1.
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Deposit Expansion (millions of

Table 165 golars

Deposits Loans Reserves
BankTwo 10.00 9.00 1.000
The numbers in each column BankThree 9.00 8.10 0.900
get smaller and smaller; if we BankFour 8.10 7.29 0.810
add up the numbers for all the BankFive 7.29 6.56 0.729
banks, even those beyond BankSix 6.56 5.90 0.656
BankTen, we get the sum at the BankSeven 5.90 5.3 0.590
bottom. BankEight 5.31 4.78 0.531
BankNine 4.78 4.30 0.478
BankTen 4.30 3.87 0.430
Final sum 100.00 90.00 10.000
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The Great Expansion of Reserves

Figuré 104 and DeEosns In 2008
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The Great Increase In the Reserve

| Rati
Figure 10-5 ——
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The Relation Between

Figuré 106 I\/Ionex Growth and Inflation
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German Hyperinflation of 1923
Figure 10-7
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Money and Prices in Brazil and Chile
During the Twentieth Century
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